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FEDERAL RESERVE SYSTEM
R eg u la tio n  Z, w hich im plem ents th e  T ru th  in  Lending Act, i s  th e  s u b je c t  o f  a  f i n a l
o f f i c i a l  s t a f f  in t e r p r e ta t io n  by th e  Board o f  Governors o f  th e  F ed e ra l R eserve
S ystem  (s e e  t h e  4 /3 /8 6  F ed . Reg., pp. 11422-26 ). The B o ard ’s com m entary  a p p l i e s  
and in te r p r e t s  th e  req u irem en ts  o f  R egu la tion  Z to  a s s i s t  c r e d i to r s  in  app ly ing  
th e  r e g u la t io n  to  s p e c i f ic  t r a n s a c t io n s .  I t  ad d re sses  q u e s tio n s  w hich have a r is e n  
abou t R eg u la tio n  Z, and in c lu d e s  new m a te r ia l  and changes in  e x is t in g  m a te r ia l .  
T h is  com m entary  i s  a  s u b s t i t u t e  f o r  in d iv id u a l  s t a f f  i n t e r p r e t a t i o n s  o f  th e  
r e g u la t io n  and i s  e f f e c t iv e  4 /1 /8 6 . However, c r e d i to r s  a re  n o t re q u ire d  to  fo llo w  
th e  re v is io n s  u n t i l  10 /1 /86 , th e  uniform  e f f e c t iv e  d a te  p rov ided  fo r  in  th e  T ru th  
in  L end ing  A ct. F o r f u r t h e r  in f o r m a t io n  c o n ta c t  A d rien n e  H u rt a b o u t S u b p a r t  A, 
G erald  H urst about Subpart B o r  M ichael Bylsma about S ubpart C a t  202/452-3667 o r 
202/452-3867.
INTERNAL REVENUE SERVICE
Em ployers and o th e r  p e rso n s who f i l e  a t  l e a s t  500 in fo rm a tio n  re tu rn s  on c e r ta in  form s
in  1987 m ust f i l e  th o se  r e tu rn s  on m agnetic  m edia, acco rd ing  to  f in a l  re g u la tio n s  
is su e d  re c e n t ly  by th e  IRS. In  1988 and l a t e r  y e a rs , em ployers and o th e r  persons 
who f i l e  a t  l e a s t  250 in fo rm a tio n  re tu rn s  on c e r ta in  form s m ust f i l e  th o se  re tu rn s  
on m agnetic  media. Under th e  re g u la t io n s , persons who f i l e  more th an  50 re tu rn s  
r e p o r t in g  in te r e s t ,  d iv id en d s, o r ig in a l  is su e  d isco u n t o r  pa tro n ag e  d iv id en d s, o r 
any re tu rn s  re p o r tin g  p roceeds from b ro k e r o r  b a r t e r  exchange t r a n s a c t io n s ,  must 
f i l e  such re tu rn s  on m agnetic  media. The m agnetic  m edia f i l i n g  req u irem en ts  fo r  
such re tu rn s  (on Forms 1099-INT, -DIV, -OID, -PATR, and 1099-B, re s p e c tiv e ly )  a re  
a lre a d y  in  e f f e c t  and a re  m erely  r e s ta te d  in  th e  new ly -pub lished  re g u la tio n s . An 
em p lo y e r o r  o th e r  p e rs o n  r e q u i r e d  to  f i l e  on m a g n e tic  m ed ia  may b e  s u b je c t  t o  a  
$50 p e n a lty  fo r  each form f i l e d  on paper. The re g u la t io n s  apply  t o  th e  fo llo w in g  
form s: Form W-2 fo r  wages and s a la r ie s ,  Form W-2G fo r  c e r ta in  gam bling w innings, 
Form W-2P fo r  a n n u it ie s  and r e t i r e d  pay, Form 1042S fo r  w ith h o ld in g  fo r  fo re ig n  
payees, Form 1098 fo r  m ortgage in t e r e s t ,  Form 1099 s e r ie s  o f  in fo rm a tio n  re tu rn s , 
Form 5498 fo r  IRA in fo rm a tio n , Form 6248 fo r  w in d fa ll  p r o f i t  tax , and Form 8027 
fo r  t i p  income and a l lo c a te d  t i p s .  Any person  re q u ire d  to  f i l e  on m agnetic  media 
may r e q u e s t  a  w a iv e r  from  th e  IRS i f  f i l i n g  on m a g n e tic  m edia  w ould  be  an  undue 
h a rd sh ip . R equests fo r  w a iv ers  a re  due by 6 /30 /86 , fo r  Forms W-2 and W-2P to  be 
f i l e d  in  1987, and  by  6 /3 0 /8 7  f o r  th o s e  t o  be  f i l e d  in  1988. F o r a l l  o th e r  
r e t u r n s ,  w a iv e r  r e q u e s t s  m u st b e  f i l e d  a t  l e a s t  90 d ays b e f o r e  th e  r e t u r n s  a r e  
due. The w aiver m ust be re q u e s te d  in  a  l e t t e r  c o n ta in in g  a l l  p e r t in e n t  f a c ts  o r 
on a  fo rm  t h a t  i s  c u r r e n t l y  b e in g  p re p a re d  b y  th e  IRS. The r e q u e s t  s h o u ld  be 
a d d re s s e d  t o  M ag n e tic  M edia R e p o r t in g , IRS N a t io n a l  C om puter C e n te r ,  P .0. Box 
1359, M artinsburg , WV 25401-1359. M agnetic media f i l e r s  m ust o b ta in  approval o f  
th e  m agnetic  medium to  be used in  f i l i n g  th e  in fo rm a tio n  re tu rn s . A p p lica tio n s  
f o r  a p p ro v a l  o f  a  m a g n e tic  medium a r e  due a t  th e  sam e t im e  a s  r e q u e s t s  f o r  
w aivers. F i l e r s  o f  Forms W-2 and W-2P m ust f i l e  th e  a p p lic a t io n  fo r  approval o f  
m a g n e tic  medium w i th  th e  S o c ia l  S e c u r i ty  A d m in is t r a t io n  (SSA). F o r a l l  o th e r  
re tu rn s , th e  a p p l ic a t io n  fo r  approval m ust be su b m itted  to  th e  IRS.
INTERNAL REVENUE SERVICE
Mr. J e s s e  A. C ota, CPA, h a s  been ap p o in ted  a s  D ire c to r , Las Vegas, NV IRS D i s t r i c t ,
acco rd in g  to  a  re c e n t IRS announcement. The Las Vegas D i s t r i c t  i s  re sp o n s ib le  fo r  
fe d e ra l  ta x  m a tte rs  in  Nevada, where in  f i s c a l  y e a r 1985 in d iv id u a l, c o rp o ra te  and 
o th e r  tax p ay e rs  f i l e d  1.7 m il l io n  re tu rn s  and p a id  $2.5 b i l l i o n  in  F ed e ra l tax es . 
C o ta  b eg an  h i s  IRS c a r e e r  in  1963 a s  a  re v e n u e  a g e n t  in  E l C e n tro , CA. He h e ld  a 
s e r i e s  o f  m anagem ent p o s i t i o n s  in  th e  a u d i t  f u n c t io n s  in  Los A n g e les  and 
A lb u q u e rq u e , NM. In  1977 he  w as s e l e c t e d  f o r  th e  IRS e x e c u t iv e  s e l e c t i o n  and 
developm ent program, which o f f e r s  s p e c ia l iz e d  t r a in in g  fo r  th o se  who dem onstra te
e x e c u t iv e  p o t e n t i a l .  Upon c o m p le tio n  o f  th e  d e v e lo p m e n t p ro g ra m , C o ta  w as 
a p p o in te d  a s s i s t a n t  t o  th e  d i s t r i c t  d i r e c t o r  i n  A lb u q u e rq u e , NM in  1978 and  in  
t h a t  same y e a r was named a s s i s t a n t  s e rv ic e  c e n te r  d i r e c to r  in  F resno , CA. S ince 
1980 he  h a s  s e rv e d  a s  a s s i s t a n t  d i s t r i c t  d i r e c t o r  i n  Los A n g e le s , w h e re  h e  
re m a in e d  u n t i l  t h i s  a p p o in tm e n t. A n a t iv e  o f  C a le x ic o ,  CA, C o ta  h o ld s  a  
b a c h e lo r 's  degree from San Diego S ta te  U n iv e rs ity .
In  a  r e l a t e d  m a t t e r ,  Mr. Jam es R. K o p id la n sk y , CPA, h a s  b e e n  a p p o in te d  
A s s i s t a n t  R e g io n a l C o m m issio n e r, E x a m in a tio n , f o r  t h e  IRS S o u th w e s t R eg ion  
h e a d q u a r te r e d  in  D a l la s .  In  t h i s  p o s i t i o n ,  Mr. K o p id la n sk y  w i l l  a s s i s t  t h e  
R e g io n a l C o m m issio n e r in  p la n n in g , c o o r d in a t in g  and  e v a lu a t in g  e x a m in a tio n  
a c t i v i t i e s ,  in c lu d in g  th o se  r e l a t in g  to  employee p la n s  and exempt o rg a n iz a tio n s . 
Mr. K opidlansky h as  been a  member o f  th e  AICPA s in c e  1972.
D isc lo su re  o f  income ta x  r e tu r n  in fo rm a tio n  from  th e  IRS t o  th e  Bureau o f  th e  Census 
i s  th e  t i t l e  o f  a  n o t i c e  o f  p ro p o se d  ru le m a k in g  b y  th e  IRS ( s e e  t h e  3 /2 8 /8 6  Fed."
Reg., pp. 1063 5 -3 7 ). A c co rd in g  t o  t h e  an n o u n cem en t, t h e  IRS i s  p ro p o s in g  
amendments to  th e  re g u la t io n s  on P rocedure and A d m in is tra tio n  t o  a u th o r iz e  th e  
d is c lo s u re  o f  an a d d i t io n a l  item  o f  r e tu rn  in fo rm a tio n  t o  th e  Bureau o f  th e  Census 
fo r  use in  s ta tu to r y  s t a t i s t i c a l  program s, to  d e le te  th e  a u th o r i ty  to  d is c lo s e  
th e s e  i te m s  o f  r e t u r n  in f o r m a t io n  w h ich  th e  B ureau  no lo n g e r  n e ed s  f o r  su ch  
program s, and to  d e le te  th e  a u th o r i ty  o f  th e  F e d e ra l Trade Commission t o  o b ta in  
r e t u r n  in f o r m a t io n  f o r  c e r t a i n  s t a t i s t i c a l  pu rposes and t r a n s f e r  such a u th o r i ty  
t o  th e  B ureau  o f  th e  C ensus. The am endm ents t o  th e  r e g u l a t i o n s  w i l l  p ro v id e  
guidance to  I n te r n a l  Revenue S e rv ice  p e rso n n e l re sp o n s ib le  fo r  d is c lo s u re  o f  t h i s  
in f o r m a t io n .  W r i t t e n  com m ents and  a  r e q u e s t  f o r  a  p u b l i c  h e a r in g  m u s t be  
d e l i v e r e d  by  5 /2 7 /8 6 . The am endm ents t o  t h e  r e g u l a t i o n s  a r e  p ro p o s e d  t o  be  
e f f e c t iv e  as  o f  th e  d a te  on which th e  T reasu ry  d e c is io n  ad o p tin g  them  i s  p u b lish ed  
in  th e  F e d e r a l  R e g i s te r .  F o r f u r t h e r  in f o r m a t io n  c o n ta c t  D avid  D ic k in so n  a t  
202/566-6655.
Proposed re g u la t io n s  d e a lin g  w ith  re c a p tu re  o f  o v e r a l l  fo re ig n  lo s s e s  w i l l  be  th e
s u b je c t o f  an IRS p u b lic  h e a r in g  on 6 /5 /8 6  (see  th e  4 /2 /8 6  Fed. Reg., pjpl 11323-
4 ) . The h e a r in g  w i l l  c o n s id e r  p ro p o se d  r e g u l a t i o n s  u n d e r  s e c t i o n  9 0 4 (f)  o f  th e  
I n te r n a l  Revenue Code o f 1954, as  th e y  appeared  in  th e  1 /24 /86  Fed. Reg. Persons 
who have su b m itted  comments w ith in  th e  tim e  o r ig i n a l ly  p re s c r ib e d  in  th e  n o tic e  o f  
proposed rulem aking  and who a ls o  d e s i r e  t o  p re s e n t  o r a l  comments a t  th e  h e a rin g , 
s h o u ld  s u b m it n o t  l a t e r  th a n  5 /2 2 /8 6 , an  o u t l i n e  o f  t h e i r  o r a l  com m ents. The 
h e a r in g  w i l l  b e g in  a t  10 :00 a.m. on 6 /5 /8 6  in  th e  IRS A u d ito r iu m , 1111 
C o n s t i t u t i o n  Avenue, N.W., W ash in g to n , D.C. F o r f u r t h e r  in f o r m a t io n  c o n ta c t  B. 
Faye E asley  a t  202/566-3935.
TREASURY, DEPARTMENT OF
A djusted  g ro ss  income (AGI) went above $2 t r i l l i o n  fo r  th e  f i r s t  tim e  in  1984,
a c c o rd in g  t o  a  r e c e n t  announcem en t fro m  th e  IRS, and  in c lu d e s  $7.9 b i l l i o n  o f  
s o c i a l  s e c u r i t y  incom e. The f i g u r e s  r e l e a s e d  b y  th e  IRS a r e  p a r t  o f  a  r e p o r t  
showing p re lim in a ry  d a ta  is su e d  in  th e  w in te r  1985-86 is s u e  o f  th e  IRS q u a r te r ly  
p u b l i c a t i o n ,  " S t a t i s t i c s  o f  Incom e B u l l e t i n , "  w h ich  i s  now a v a i l a b l e .  O th e r  
h ig h l ig h ts  o f  th e  new b u l l e t i n  in c lu d e : The 15 p e rc e n t m arg in a l ta x  r a t e  y ie ld e d  
th e  m ost ta x  in  1983, 13 p e rc e n t o f  th e  t o t a l  re p o rte d . The m arg in a l r a t e  i s  th e  
r a t e  a  tax p ay e r pays on th e  l a s t  d o l la r  earned; n e t  income o f  c o rp o ra tio n s  ro se  21 
p e rc e n t in  1983; th e  a s s e ts  o f  n o n p ro f it  c h a r i ta b le  o rg a n iz a tio n s  ro se  by $171 
b i l l i o n  b e tw ee n  1975 and 1982, d e s p i t e  a  d e c r e a s e  o f  6 ,0 0 0  i n  num ber o f  such  
o rg a n iz a tio n s , and th e  number o f  in d iv id u a l tax p ay e rs  re p o r t in g  g a in s  o r  lo s se s  
from  s a l e s  o f  " c a p i t a l  a s s e t s "  r o s e  by  164 p e r c e n t  b e tw ee n  1977 and 1981. The 
" S t a t i s t i c s  o f  Incom e B u l l e t i n , "  P u b l i c a t i o n  1136, i s  a v a i l a b l e  from  th e  
S u p e r in te n d e n t  o f  D ocum ents, U.S. G overnm ent P r i n t i n g  O f f i c e ,  W ash in g to n , D.C. 
20402. The annual s u b sc r ip tio n  r a t e  i s  $20 and th e  s in g le  is su e  r a t e  i s  $5.50.
SPECIAL: WAYS AND MEANS SUBCOMMITTEE HEARINGS ON PASS-THR0UGH ENTITIES
A s e r ie s  o f  h e a r in g s  to  examine a  number o f  p a ss -th ro u g h  e n t i t i e s ,  in c lu d in g
p a r tn e r s h ip s , r e a l  e s t a t e  investm en t - tru s ts , re g u la te d  investm en t companies,
m ortgage-backed s e c u r i t i e s  and b u s in e ss  developm ent com panies, h as  been announced 
b y  th e  House Ways and Means S e l e c t  Revenue S u b co m m ittee . In  an n o u n c in g  th e s e  
h e a r in g s , Subcom m ittee Chairman C harles  B. Rangel (D-NY) s ta te d :  "C o n sid era tio n  o f 
c e r t a i n  p a s s - th r o u g h  e n t i t i e s  i n  th e  c o n te x t  o f  c u r r e n t  ta x  re fo rm  e f f o r t s  h a s  
made i t  im p e r a t iv e  t h a t  t h i s  S u b co m m ittee  t u r n  i t s  a t t e n t i o n  t o  a  c a r e f u l  and 
d e ta i le d  s tu d y  o f  th e  p ro p o sa ls , which in vo lve  a  d e te rm in a tio n  o f  th e  e x te n t  to  
w h ich  i t  i s  a p p r o p r ia t e  t o  im p o se  an e n t i t y - l e v e l  ta x .  The p r o s p e c t  o f  
s ig n i f ic a n t  changes t h i s  y e a r  in  c u r re n t  tre a tm e n t o f  e n t i t i e s  such as  REITs and 
RICs p ro v id e s  u s  w i th  th e  o p p o r tu n i ty  t o  f u r t h e r  e x p lo re  an  a r e a  w h ich  many 
Members f e e l  d e s e rv e s  s e r io u s  re v ie w  — t h a t  i s ,  th e  p e r v a s iv e n e s s  o f  ta x  
s h e l t e r i n g  o p p o r t u n i t i e s  and  v e h ic l e s  c u r r e n t l y  a v a i l a b l e  t o  ta x p a y e r s .  The 
decreased  revenues r e s u l t in g  from  ta x  s h e l t e r s  in  th i s  p e r io d  o f  enormous budget 
d e f i c i t s  and th e  u n f a i r n e s s  i n  o u r  t a x  sy s te m  p e r p e tu a te d  by  su ch  ta x  s h e l t e r s  
f u r t h e r  j u s t i f i e s  t h i s  c o m p re h e n s iv e  re v ie w ."  The g o a l  o f  th e  S u b c o m m itte e 's  
h e a r in g s , acco rd ing  to  Rep. Rangel, w i l l  be th re e - fo ld .  F i r s t ,  th e  Subcom m ittee 
w i l l  a n a ly z e  th e  e x t e n t  t o  w h ich  c o n s i s te n c y  c u r r e n t l y  e x i s t s  in  th e  C ode 's  
im p o s i t io n  o f  a  c o r p o r a te  l e v e l  t a x  and  th e  e x t e n t  t o  w h ich  c o n s i s te n c y  i s  
a p p r o p r ia t e .  Second , i t  w i l l  r e v ie w  th e  e f f e c t  o f  th e  v a r io u s  p a s s - th r o u g h  
e n t i t i e s  i n  f a c i l i t a t i n g  and  e n c o u ra g in g  th e  p r o l i f e r a t i o n  o f  t a x  s h e l t e r s .  
T h ird , th e  Subcom m ittee w i l l  focus on s p e c i f ic  is s u e s  in  each o f  th e se  a re a s  which 
h a v e  b e e n  s p e c i f i c a l l y  r e f e r r e d  t o  th e  S u b co m m ittee  b y  House Ways and  Means 
C o m m ittee  C hairm an  Rep. Dan R o sten k o w sk i (D -IL ). T hose i s s u e s  may in c lu d e  th e  
p a r tn e r s h ip  a l lo c a t io n  ru le s ,  m a s te r  l i m i t e d  p a r t n e r s h i p s  and p a r t i c i p a t i o n  o f  
exempt o rg a n iz a tio n s  in  p a r tn e rs h ip s . S p e c if ic  d a te s  fo r  in d iv id u a l h e a r in g s  on 
s p e c i f ic  is su e  a re a s  d u rin g  t h i s  s e s s io n  o f  Congress w i l l  be announced a t  a  l a t e r  
d a te .
F o r  f u r t h e r  in f o r m a t io n  c o n t a c t  G in a  R o s a s c o , S h i r l e y  H od gson , o r  N ic k  N i c h o l s  a t  
2 0 2 /8 7 2 -8 1 9 0 .
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